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Philippine Import Control Law 


An import control law, signed by the President of the 
Philippines on May 2, establishes new and sharply 
reduced quota bases for imports and a nationality crite- 
rion for importers, and limits imports in accordance with 
an exchange budget determined by foreign exchange 
availabilities. An Import Control Board is created, con- 
sisting of three members representing the Central Bank, 
businessmen, and consumers. It is to set policies on 
quotas for individual items and to direct the administra- 
tion of the law through an Import Control Administration. 

All imports must be licensed and the bulk is brought 
under quota, in place of the earlier system under which 
only luxuries and nonessentials were controlled. The new 
quota for each item is based on the annual average value 
imported in the three years, 1946-48, with reductions 
from the average made according to the following classi- 
fication, the maximum reduction in each class to be 
applied when domestic production is adequate: (1) prime 
imports not produced locally in sufficient quantity, to be 
reduced no more than 40 per cent, and to be admitted 
to the greatest extent possible until domestic production 
is sufficient; (2) essentials to health and well-being, re- 
duced 40 to 60 per cent; (3) nonessentials associated 
with a rising living standard, reduced 60 to 80 per cent; 
(4) luxuries, reduced 80 to 90 per cent and to be dis- 
couraged completely. The commodities in each category 
are listed in Appendices to the law. 

Goods not subject to quota are (1) raw materials for 
the manufacture of prime necessities or for dollar-saving 
or dollar-earning industries, not available domestically 
in sufficient quantities; (2) articles intended solely for the 
personal use of the importer, provided no foreign ex- 
change is used; (3) goods obtained by exchange or bar- 
tered against Philippine products, except luxury goods 
and locally-produced nonessentials (the Board will de- 
termine what Philippine products may not be bartered) ; 
(4) goods imported under the price control law; (5) 
goods for rent, lease, or exhibition, provided at least 25 
per cent of the rent or royalty shall not be remitted 
abroad; (6) supplies for the armed forces of the Philip- 
pines and U.S. articles for government hospitals, educa- 
tional, charitable, and religious use. Commodities not 
included in the Appendices or specifically exempted are 
subject to license and to ceilings not greater than the 
c.i.f. values of the same items imported in 1948. Imports 
not subject to quota may be brought under quantitative 
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control when domestic production is sufficient and if it is 
deemed necessary to protect domestic industry. 

Those who imported a particular commodity during 
the period 1946-48 are classified as “old importers,” and 
all others are classified as “new importers.” To “new 
importers” will be allocated 30 per cent of the total 
import quota in the fiscal year 1950-51, 40 per cent in 
1951-52, and 50 per cent in 1952-53. These portions 
will be allocated according to the financial capacity and 
business standing of the importers. “New importers” 
must be Filipino citizens or juridical entities at least 
60 per cent Filipino-owned. It is provided that nothing 
in the Act shall abridge the rights of U.S. citizens under 
the 1946 Executive Agreement between the two countries. 
(Article X-4 of the Agreement states that if the President 
of the United States determines that the Philippine Gov- 
ernment “is in any manner discriminating against citizens 
of the United States . . .” he shall have the right to 
suspend the whole or any portion of this Agreement.) 
This is taken to mean that for the time being, at least, 
U.S. citizens will be accepted as “new importers.” “Old 
importers” will receive the balance of the quota and 
such part of the allocation as is not taken up by “new 
importers.” The allocation among “old importers” will 
be proportionate to their average imports in 1946-48. 
No single importer will receive more than 30 per cent of 
the quota unless this limitation is contrary to the public 
interest. 

The Central Bank Monetary Board will inform the 
Import Control Board of the amount of foreign exchange 
available for imports during a period. No import license 
may be issued by the Import Control Administration 
when the value of the import exceeds the balance of the 
total foreign exchange available for that period, as cer- 
tified by the Central Bank. When all applications cannot 
be covered by the exchange available, proportionate re- 
ductions will be made of all applications. 

The present law supersedes the Import Control Act of 
December 2, 1949, and supplements the exchange control 
regulations announced since publication of Central Bank 
Circular No. 20 of December 9, 1949 which placed restric- 
tions on foreign exchange transactions. (See this News 
Survey, Vol. Il, pp. 189, 226, 258, 273, 297, 362.) 

The Philippine Government has stated that the object 
of the controls is to conserve foreign exchange reserves 
and encourage domestic industry. Total net foreign ex- 
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change holdings of the Central Bank and private banks 
fell by US$150 million in 1949; they increased only 
US$10 million between December 8, 1949 and May 13, 
1950, despite the controls established last December. 


Europe 


Plans for European Integration Fund 
A Netherlands plan to integrate Western European 


economies envisages the elimination of trade barriers 
on an industry-by-industry basis. A start would be made 
with the basic industries (the French Government has 
already proposed a reorganization of the coal and steel 
industries), agriculture, and certain specialized proces- 
sing industries. To aid plants that could not compete 
with more efficient units in other countries, a European 
Integration Fund would be established, to be financed by 
the members of OEEC. Technical commissions for the 
various industries would make recommendations to the 
OEEC Council, which would act by three-fourths majority. 
Sources: Aneta News Bulletin, June 14, 1950, and The 
Journal of Commerce, June 15 and 16, 1950, 
New York, N. Y. 


Trade Between Eastern Europe and Great Britain 


The sterling value of trade between Eastern Europe 
and Great Britain in 1949 was approximately the same as 
in 1948, but the volume was smaller. In the first quarter 
of 1950, Eastern European exports to Great Britain were 
$68.0 million and imports $42.5 million, compared with 
$70.3 million and $52.1 million, respectively, in the first 
quarter of 1949, and $52.8 million and $46.0 million in 
the first quarter of 1948. Probably because of post- 
devaluation price movements, the decline in the volume 
of trade in the first quarter of 1950 was less than the 
dollar values indicate. 

Sources: Accounts Relating to Trade and Navigation of 
the United Kingdom, January 1950 and April 
1950, London, England. 


U.K. Trade 


U.K. exports in May were slightly below the record 
rate established in March. They totaled £183.0 million, 
while re-exports were £5.8 million. Imports reached a 
new peak of £228.8 million. The visible deficit (on the 
basis of c.i.f. imports) for the first five months of the 
year was £164.9 million, thus exceeding the January- 
May 1949 deficit by more than £20 million. 

Exports to the United States were US$23.0 million, the 
highest figure yet attained; exports to Canada, at the 
equivalent of US$34.7 million, were also a record. This 
total of US$57.7 compares with a monthly average of 
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Sources: Far East Trader, May 17, 1950, The Philippine- 
American Chamber of Commerce, Weekly Bul- 
letin, June 2, 1950, and Export Trade and Ship- 
per, June 12, 1950, New York, N. Y. 


US$47.9 million in the first quarter of 1949 and US$42.7 
million for the first three months of 1950. 


Source: The Times, London, England, June 16, 1950. 


U.K. Tourism 


It is expected that the 600,000 tourists who will visit 
the United Kingdom this year will spend £65 million 
in foreign currency (1948, £47 million; 1949, £60 mil- 
lion). Visitors from the United States are expected to 
bring in $70-75 million in 1950, against $70 million last 
year. 

Source: The Financial Times, London, England, June 16, 
1950. 


Lowering of French Bank Rates 


Effective June 8, the discount rate of the Bank of 
France was lowered from 3 to 24% per cent. The rate 
applying to advances on securities was also reduced from 
41% to 334 per cent. The rates for thirty-day advances 
and purchases of government securities of maturities not 
exceeding three months remain unchanged. The previous 
rates for discounts and advances had been effective since 
September 1948. 

These measures are an indication of a less restrictive 
credit policy by the Conseil National du Crédit and the 
Bank of France (see this News Survey, Vol. II, p. 375). 
They are made possible because recent bank and money 
supply developments—notably in April 1950—have shown 
a marked slowing down of monetary expansion. 
Source: Le Monde, Paris, France, June 11, 1950. 


Swiss Capital Export Problems 


The Manager of the Swiss National Bank, in a recent 
lecture, summarized Swiss capital export problems dur- 
ing the last twenty years. The influx of capital to Switzer- 
land started in 1931, with the international payment and 
currency crisis, when Swiss capital abroad was largely 
repatriated and foreign capital took refuge in Switzer- 
land. To this was added the war and postwar payment 
surpluses of Switzerland. These capital imports were 
financed partly in gold, with the result that Swiss gold re- 
serves increased from Sw fr 2.6 billion in 1939 to 
Sw fr 6.5 billion in December 1949. 

Capital exports, in contrast, have declined greatly 
since 1931, at times coming to a complete standstill. 
The need for such exports has appeared clearly in recent 
years, it being believed that they would help to steer the 
development of the capital market back to a normal 
course, as well as to maintain business activity at a high 


level. 
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After the war nearly Sw fr 800 million was granted in 
clearing advances, largely to eliminate the danger of a 
reduction of Swiss exports and a tourist-trade crisis. 
Foreign loans of Sw fr 250 million were made, of which 
Sw fr 200 million went to Belgium. Commercial bank 
loans and advances were Sw fr 800 million. These credits 
and loans, totaling Sw fr 1.85 billion, represent only trans- 
actions covered by the Swiss Bank Law of 1934, i.e., all 
credits exceeding Sw fr 10 million and all credits cover- 
ing periods of over twelve months. The total gross capital 
export may therefore well exceed Sw fr 2 billion. 

The reasons behind the demand for a resumption of 
capital exports are twofold: (1) their usefulness as a 
means of providing employment; (2) an outlet for the 
overabundance of funds on the money and capital markets. 
However, these two interests are divergent; capital ex- 
ported to finance Swiss merchandise exports will sooner 
or later be returned to Switzerland. It will ultimately 
be necessary to grant loans and credits which will not 
serve directly and fully to finance Swiss merchandise 
exports. 

Source: Bank for International Settlements, Press Review, 
Basle, Switzerland, June 9, 1950. 


Financial Policy and Foreign Reserves in Denmark 


At the recent annual meeting of provincial banks, the 
Director of the National Bank of Denmark, Mr. Koed, 
stated that the foreign exchange position of the National 
Bank had deteriorated by DKr 165 million since the be- 
ginning of the year, while the national budget provides 
for a deterioration of DKr 170 million in the foreign ex- 
change position for the whole year. Thus, if Denmark is 
to adhere to her plan for the year, the payments deficit 
during the rest of the year must be limited to the foreign 
assistance available. It would not be advisable for 
Denmark to increase her foreign debt, which already 
amounts to DKr 2% billion (US$360 billion). Old 
dollar loans amount to some $30 million and will have 
to be paid in full by 1952-53. The foreign exchange posi- 
tion will be made more difficult by these payments, just 
at the time when Marshall aid ends and interest and 
amortization payments on more recent loans will begin. 
These developments in the foreign exchange position cause 
uneasiness, particularly in view of the competitive posi- 
tion of Denmark. This position has been affected, for 
instance, by the rise in wages this spring. 

The Government has three principal methods for im- 
proving the foreign exchange position: fiscal policy, 
credit policy, and rationing of consumption goods. The 
National Bank has for some time advocated fiscal meas- 
ures, e.g., that consumption taxes be used to reduce the 
demand for foreign goods and for Danish goods suitable 
for export. 

Subsequently, the Prime Minister, Mr. Hedtoft, stated 
that unemployment as a means of dealing with the 
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foreign exchange situation would be unacceptable to the 
Government. The fact that 25,000 more organized 
workers than last year had found employment he ascribed 
to the expansion of the government construction pro- 
gram. He stated, however, that the present situation 
could not be maintained indefinitely, and that Denmark’s 
foreign exchange difficulties might make it necessary to 
tighten the whole economic policy of the country. 

Sources: Berlingske Tidende, Copenhagen, Denmark, 

June 5 and 12, 1950. 


Spanish-Danish Trade Agreement 


A trade agreement signed recently by Spain and Den- 
mark, covering the year July 1, 1950-June 30, 1951, 
provides for Spanish exports valued at DKr 77 million, 
and Danish exports of DKr 68 million. The principal 
Spanish exports are to be dried and citrus fruits 
(DKr 34.5 million), wines (DKr 4.2 million), pyrites 
(DKr 4.2 million), and cork (DKr 2 million). Spain 
will also export fruit pulp and juices, textiles, firearms, 
sewing machines, chemicals, and tomatoes. 

Outstanding on the Danish export list are cod (DKr 23 
million) , potatoes (DKr 7 million) , ship engines (DKr 8.5 
million), machinery for cement manufacture (DKr 8 mil- 
lion), cold storage equipment (DKr 2.2 million), elec- 
trical machinery (DKr 1.5 million), and insulin and 
penicillin (DKr 2.2 million). 

Source: Spanish Economic News Service, Madrid, Spain, 
June 13, 1950. 


Annual Report of the Bank of Italy 


According to the Annual Report of the Bank of Italy, 
net national product at market prices in 1949 was 6,691 
billion lire, an increase of 4 per cent over 1948. Because 
of falling prices, the increase in real terms was 9 per cent, 
accounted for by a 7 per cent increase in consumption 
and a 14 per cent increase in investment. Agricultural 
output rose 6 per cent (in real terms), and industrial 
output 9 per cent. Unemployment declined by 7 per cent. 

The official wholesale price index fell by 16.7 per cent 
during the year (14.2 per cent between January and 
August, and 2.9 per cent between August and the end 
of December). Prices of consumer goods declined more 
than prices of capital goods, and prices of food more 
than prices of industrial goods. In industry, the decline 
in prices was generally accompanied by a reduction in 
costs, and profits remained high, but this was not true 
in agriculture. 

The total money supply in 1949 increased 10 per cent 
over the 1948 level. Net bank deposits (including 
ordinary savings banks) rose 28 per cent; nine-tenths of 
these new resources were utilized for investment and 
compulsory reserves, and the remaining one-tenth was 
either added to liquid resources or invested in government 
securities. Loans to private business increased by 30.5 
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per cent. There was no marked expansion in bank hold- 
ings of government securities, owing to the ability of the 
Treasury to find resources to cover the budget deficit 
without recourse to substantial bank borrowing. The 
Treasury was even able to redeem 24 billion lire of debt 
from its ordinary resources. But, as the volume of out- 
standing Treasury bills was still large (125 billion lire 
of medium-term Treasury bonds and 782 billion of 
ordinary Treasury bills), a 5 per cent conversion loan 
was issued in the early months of 1950. 

In fiscal 1949-50, the current budget deficit was 201 
billion lire; expenditures reached 1,486 billion, ordinary 
receipts 1,102 billion, and foreign aid 183 billion. There 
was an additional gap of 34 billion on capital account. 
For fiscal 1950-51 the proposed appropriations show 
current expenditures at 1,397 billion lire, revenue at 
1,127 billion, foreign aid at 100 billion, leaving a gap of 
170 billion on current account. Of the capital account, 
only 6 billion lire will be left uncovered. 

The balance of payments showed a deficit of US$214 
million in 1949 compared with US$300 million in 1948. 
The trade balance (f.o.b.) was unfavorable by US$274 
million, while there was a small surplus on invisibles due 
to emigrants’ remittances and tourist receipts. The dollar 
deficit alone was US$411 million, exceeding the over-all 
deficit by US$197 million. As of December 1949, the 
foreign exchange reserves of the Bank of Italy were 
20,608.8 million lire, compared wth 17,204.1 million at 
the end of 1948; the gold reserve was 4,224 million lire 
(197.6 tons fine), against 1,256.2 million (58.8 tons) 
a year earlier. 

Source: Bank of Italy, Annual Report, 1949, Rome, Italy. 


Greek Credit Policy 


Effective July 1, 1950, the additional restrictive meas- 
ures covering the financing of private import trade in 
Greece, which were adopted in December 1949 to check 
the inflation (see this News Survey, Vol. II, p. 215), will 
be removed. This decision of the Greek Currency Com- 
mittee probably foreshadows a contemplated general 
shift toward a more liberal credit policy, as a result of 
rising economic activity and increased confidence in the 
national currency. The shift, reportedly supported by 
the Minister of Economic Coordination, covers such steps 
as (1) the extension to three months of the time limit 
on short-term bank credits to trade, and the prohibition of 
credits of less than three months; (2) reduction of the 
bank interest rate, which is now 16 per cent per annum 
(12 per cent plus 4 per cent commission)—a reduction 
which would not widen further the spread between legal 
and illegal interest rates, since interest rates on the free 
market have been decreasing recently; (3) reduction of 
the rate (now 5 per cent per annum) at which the Bank 
of Greece lends funds to commercial banks; (4) reduc- 
tion of the minimum reserve requirements of commercial 


INTERNATIONAL MONETARY FUND 


banks deposited in the Bank of Greece (these require- 

ments are now 25 per cent on the deposits of public 

institutions and 12 per cent on other deposits, and do 

not bear any interest). 

Sources: Naftemboriki, Athens, Greece, June 1 and 10, 
1950. 


West German Budget 


In a survey of the federal budget for 1950-51, the West 
German Minister of Finance declared that in view of 
the inflexible nature of certain expenditures, such as 
occupation costs and other fiscal burdens resulting from 
the war, it would be difficult to balance the budget this 
year. Total budget receipts are estimated at DM 11,375 
million, and total expenditures at DM 12,230 million. 
In order to cover the anticipated deficit of almost DM 900 
million, the Finance Minister will propose new taxes on 
luxuries, and some additional turnover and transportation 
taxes. 

Occupation costs (DM 4,550 million) will absorb 
more than one third of total expenditures; DM 3,680 mil- 
lion will be required for other expenditures which are 
also to a great extent caused by the war (e.g., veterans’ 
pensions) , and DM 1,480 million for unemployment com- 
pensation. These three items account for about 80 per cent 
of total expenditure; the remainder, DM 2,520 million, 
will be spent mainly for administrative purposes (includ- 
ing the re-establishment of consular services abroad), the 
maintenance of roads and waterways, subsidies for the 
construction of housing, and subsidies granted to Western 
Berlin. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
June 6, 1950. 


Polish Pricing System 


On April 17, the Council of Ministers in Poland an- 
nounced the principles of financial organization to be 
applied as of the beginning of 1951 to the state enter- 
prises under the jurisdiction of the central government, 
which function on the basis of business calculations. 
Those principles do not affect enterprises which are per- 
mitted to operate without regard to profits or losses. 
They involve no radical change in current practice, but 
represent a further step in the perfection of methods 
already applied in Poland. 

The decree defines the prices in the state price lists 
which are applied to producers and distributors. The 
basic prices established for producing enterprises are 
planned production prices which include planned produc- 
tion costs plus a planned profit mark-up. The prices at 
which enterprises normally sell to selling organizations 
are called selling prices. In general, selling prices have 
to be identical with planned production prices. However, 
if in any branch of industry planned production prices 
in some enterprises are above and in other enterprises 
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below the selling price set for that branch, their prices 
may be equalized. If this results in a net deficit for the 
industry (i.e., when average planned production prices 
are above the selling price) the deficit is to be covered 
from the state budget. 

Retail prices are formed by adding to the selling 
price of producing enterprises administratively fixed 
marketing costs and the profits of distributing enterprises 
at various stages of distribution. Retail prices include 
also the turnover tax, though the announcement does not 
indicate the stage of production or distribution at which 
this tax is to be charged. The planned profitableness of 
various branches of production is to be regulated through 
the turnover tax. 

In principle, exporting and importing enterprises will 
buy or sell goods on the domestic market at selling 
prices, and sell or buy abroad at foreign f.o.b. or c.i-f. 
prices. The prices of exports or imports expressed in 
foreign exchange, converted into zlotys at the current 
exchange rate, are called export or import prices. The 
state budget includes as an item of either revenue or 
expenditure the difference between the value of exports 
or imports calculated at the export or import price and 
the value calculated at the selling price. 

Source: Monitor Polski (Monitor of Poland—Oficial 
Daily of the Republic of Poland), Warsaw, 
Poland, May 17 ,1950. 


Middle East 


Economic Policy of Turkey’s New Government 


Turkey’s new Government, elected on March 14, has 
endorsed a policy of qualified economic liberalism, ac- 
cording to a statement by its Prime Minister to the 
National Assembly. The economic activities of the State 
will be restricted to public works, the operation of basic 
industries, and other fields in which private enterprise is 
not likely to take an interest. Certain industries currently 
operated by the State will be transferred to private 
ownership. A budgetary balance will be established by 
a reduction of public expenditures. The reduction, how- 
ever, will not be at the expense of public investment which 
will be further increased. 

To encourage the development of private enterprise, 
the Government undertakes to establish legal and de facto 
conditions permitting an acceleration of domestic invest- 
ment and an increase in the flow of foreign capital and 
technical skill into the country. Taxes hampering pro- 
duction will be reduced, and the ratio of indirect to 
direct taxes will be lowered. The first taxes to be revised 
are the transactions, livestock, and road taxes. Direct 
state aid will be given to agriculture, which is the basic 
industry of the country. The capital of the Agricultural 
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Bank will be raised rapidly to enable it to provide low- 
cost credit to farmers. The farm cooperative movement, 
which is in its infancy in Turkey, will be encouraged. 
Source: Ulus, Ankara, Turkey, May 20, 1950. 


IBRD Loan to Iraq 


The International Bank for Reconstruction and Develop- 
ment on June 15 made a loan of $12.8 million (or the 
equivalent in other currencies) to Iraq for the construc- 
tion on the Tigris River of a flood control system needed 
to prevent the recurrent flooding of large areas of 
cultivated land and urban property. The loan, which is 
secured by an assignment of oil royalties, is for 15 years, 
with interest at 234 per cent, plus a commission at the 
rate of 1 per cent which, in accordance with the Bank’s 
Articles of Agreement, is allocated to its special reserve 
fund. Amortization payments, calculated to retire the 
loan by maturity, will start on April 1, 1956. This is 
the first loan that the Bank has made to a Middle Eastern 
country. 

The loan will cover only the foreign exchange costs of 
the flood control project; these costs are expected to in- 
clude purchases in the United States, the sterling area, 
and possibly elsewhere, of equipment and materials. The 
total cost of the project is estimated at the equivalent of 
US$28.7 million. The loan arrangements include a 
provision for Iraq to set aside from its oil royalties suffi- 
cient funds to meet the domestic costs of the project. 
Source: International Bank for Reconstruction and De- 

velopment, Press Release, Washington, D.C., 
June 15, 1950. 


Iranian Budget 


The Iranian Government, in presenting its annual 
budget to Parliament, pointed out that last year expendi- 
ture exceeded revenue by 42.7 per cent, leaving the 
Government with an exhausted revolving fund and de- 
pendent on current revenue to cover its outlays. In spite 
of the increasing economic difficulties confronting busi- 
ness as the result of a pronounced deflationary tendency, 
the Government proposes to reduce this deficit by reducing 
the number of government employees and introducing 
new taxes and more effective methods of tax collection. 
Expenditures on health, education, and defense, however, 
are to be increased. 


Source: Eittéla’at, Teheran, Iran, May 27, 1950. 


Iranian Seven-Year Plan 


The seven-year plan organization in Iran will contri- 
bute the equivalent of US$1.6 million to an agricultural 
cooperative association to be established. In addition, 
a credit of US$7.8 million has been earmarked under 
the plan to help the farming community in general and 
that of the northern provinces in particular. 

Source: Ettéla’at, Teheran, Iran, June 7, 1950. 
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Israel's Four-Year Economic Plan 


The Government of Israel estimates that the country’s 
population will increase from 1,250,000 at present to 
1,800,000 in 1953. The Government therefore has set up 
a minimum capital investment four-year target of $860 
million. It is estimated that $200 million was invested 
in the fiscal year 1949-50. The new capital will go into 
agriculture, industry, building construction, and com- 
munications. The expansion in agriculture should double 
production, and it is expected to make Israel capable of 
meeting its food requirements. The national income is 
expected to increase from an estimated $850 million in 
1950 to $1,400 million in 1953. The national income for 
1949 was estimated at $600 million with 320,000 workers 
gainfully employed. The 1953 estimate is based on a 
working population of about 670,000. 

.As part of its plan to carry out the investment program, 
the Government proposes a progressive reduction in per 
capita consumption. Through cutting the consumption 
of goods and services, annual savings would start at 
5 per cent of the national income in 1950 and would 
reach 13 per cent by 1953. The total thus saved for in- 
vestment would amount to $437 million. The restrictions 
on consumption would not apply to food, but would 
include footwear and clothing. 

The budget proposed for 1950-51 amounts to $341 
million; $159 million is for ordinary governmental ex- 
penses and $182 million for development. The ordinary 
budget is 34 per cent greater than last year’s, while the 
development budget is 18 per cent higher. The develop- 
ment budget is part of an over-all development program 
of $313 million to be carried out in conjunction with 
other funds, notably Jewish Agency funds. 

Source: Jsrael Economic Horizons, New York, N. Y., 
May 1950. 


Jordan Currency Arrangements 


The Financial Times reports that Jordan, which left 
the sterling area just before the end of the British 
mandate in Palestine in 1948, will again become a mem- 
ber on September 1. An official announcement states that 
on July 1 the Palestine pound, which is Jordan’s present 
currency, will be replaced by the dinar. This will be 
divisible into 1000 fils. Palestine notes and coin will 
remain legal tender until the end of August. The dinar, 
like the Palestine pound, will be equal in value to one 
pound sterling. 

Source: The Financial Times, London, England, June 
13, 1950. 


Far East 
India’s Trade Balance with U.S. 


In the six months after devaluation, that is from 
October 1949 to March 1950, India had a favorable trade 
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balance with the United States of Rs 138 million (US$29 

million). 

Source: Embassy of India, Economic News Letter, Wash- 
ington, D. C., June 15, 1950. 


Pakistan Decontrols Rice 


The Pakistan Government has removed all controls on 
the price of rice and its movement within Western Pakis- 
tan effective as of June 1, 1950, except in certain areas 
including Karachi. Other food grains decontrolled 
earlier in the same area are wheat, gram, barley, maize, 
jowar, and bajra. 

Source: The Times of India, Bombay, India, June 2, 
1950. 


Restrictions on Hong Kong Sterling 

A Foreign Exchange Control notice of the Bank of 
England has placed new restrictions on the use of sterling 
assets of Hong Kong residents. These measures, which 
are designed to stop undesirable transfers of sterling re- 
sulting in a loss of hard currency, restrict payments out 
of, but place no restrictions on payments into, Hong 
Kong residents’ accounts. 

The assets of Hong Kong residents are divided into 
two broad categories to be classified as No. 1 and No. 2 
accounts. The No. 1 accounts are those held by 25 banks 
operating in Hong Kong through which it is intended 
to control payments to and from the Colony. All other 
accounts will be designated as No. 2 accounts, and pay- 
ments from them will be strictly regulated. 

Payments of a recurring personal nature which have 
been made regularly in the past may still be made in 
scheduled territories. Drawings for living expenses may 
be made up to a limit of £50 per person, or £150 per 
family, a week. Other legitimate payments wll be allowed 
with prior approval of the exchange control. 

Source: Bank of England, Foreign Exchange Control 
Notice, London, England, June 5, 1950. 
Production and Prices in Northeast China 

Industrial production of the Northeast Provinces of 
China (Manchuria) in the first quarter of 1950 exceeded 
the original plan by 9.21 per cent. In 1949, consumers’ 
goods comprised about 26 per cent of total industrial 
output, and according to plans for 1950 they will equal 
21 per cent of the total; their real value, however, will 
exceed that of 1949 by 40 per cent. 

In 1949, prices in the Northeast Provinces rose by 80 
per cent, whereas in 1948 they rose by 800 per cent. 
Sources: Ta Kung Pao, Hong Kong, May 6 and 7, 1950. 


Japanese Cotton Textile Exports 


Japan has gradually revived its export of cotton tex- 
tiles since the end of the war. In 1946, less than 1 million 
yards were exported. In 1947 the total was 391 million 
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yards; in 1948, 447 million; and in 1949, 748 million. 
Of the total exports of these four years, 28 per cent went 
to Indonesia, 24 per cent to the United Kingdom, 10 per 
cent to India and Pakistan, and 6 per cent to Thailand. 
India is now a more important competitor for Japan 
than the United Kingdom, which has imported plain 
cotton cloth from Japan to be processed for re-export. 
The export price of cotton yarn (20 counts) f.o.b. is 
US$0.57 per pound from Japan, US$0.55 from England, 
and US$0.47 from India. The Indian competition is 
mainly in coarse cotton yarn and cotton cloth. In view 
of the strong world demand for cotton textiles, Japan 
expects to export this year from 800 million to 1,000 
million yards, while the anticipated Indian export would 
be around 800 million yards. 
Source: Toyo Keizai Shimpo, Tokyo, Japan, May 13, 
1950. 


Indonesia’s Rubber Export Duty 


The Import and Export Excise Department of Indo- 
nesia announced an increase in the export duty on rubber 
to US$0.346 per kilogram for the third quarter of 1950, 
from the average of US$0.242 in March. The duty is 
adjusted every three months on the basis of prices in the 
previous quarter. 

Source: Aneta News Bulletin, New York, N. Y., June 14, 
1950. 


United States and Canada 


U. S. Industrial Production 


The Board of Governors of the Federal Reserve Sys- 
tem has reported that industrial production in the United 
States in May reached a level only one per cent below 
that of the postwar high in October and November 1948. 
The seasonally adjusted index of total industrial produc- 
tion rose to 193 (1935-39 = 100), from 189 in April 
1950; it was 195 at the postwar peak. The increase in 
May largely reflected gains in output of durable goods, 
although some small gains were made in nondurable 
goods production, notably in textiles, paper, rubber, and 
chemicals, For durable goods, the production of steel 
and of automobiles reached new high levels, and there 
were lesser but substantial gains in the production of 
building materials, furniture, and household appliances. 
Source: The Wall Street Journal, New York, N. Y., June 

15, 1950. 


Survey of Consumer Finances in U.S. 


The latest survey of consumer finances in the United 
States for 1949, as reported by the Board of Governors 
of the Federal Reserve System, shows that consumer 
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spending for durable goods broke all previous records. 
The broadening of the market for durable goods was ac- 
companied by an increased use of installment credit; for 
example, 48 per cent of automobile buyers used credit, 
compared with 39 per cent in 1948. The increase in con- 
sumer income was the smallest in the postwar period, 
reflecting the economic readjustment which took place 
last year. 

According to the survey, which was based on samples 
for January and February 1950, consumers’ expectations 
regarding general economic developments in the year 
ahead were less optimistic than a year earlier. Never- 
theless, they planned to buy durable goods in greater 
volume than in 1949, The number of consumers planning 
to buy houses in the current year was somewhat larger in 
early 1950 than in early 1949; and the number planning 
to purchase new automobiles, furniture, washing ma- 
chines, and refrigerators appeared to be at least as large 
as in 1949. The number expecting to buy television sets 
was more than twice that a year earlier, but some decline 
was noted in intentions to purchase radios. 


Source: Board of Governors of the Federal Reserve 


System, Preprint from Federal Reserve Bulletin 
for June 1950, Washington, D. C. 


Canadian Trade 


In April, Canada’s customary trade deficit with the 
United States was sharply below last year’s level, as a 
result of expanded exports of animal and wood products 
and decreased imports. In trade with the United King- 
dom, Canada’s debit balance was small for the second 
successive month. This was due to a contraction in 
Canadian exports of agricultural products and nonferrous 
metals, which was greater than the decline in Canadian 
purchases of U.K. fibers, textiles, and nonferrous metals. 

For the four-month period, Canada’s deficit vis-a-vis 
the United States was Can$61 million, which was less 
than one-third that of 1949. In trade with the United 
Kingdom, Canada’s favorable balance was cut to Can$22 
million, 77 per cent below the previous year. The over- 
all deficit for the four months was Can$14 million, com- 
pared with a deficit of Can$3 million in 1949. 

Source: Dominion Bureau of Statistics, D.B.S. Daily 
Bulletin, Ottawa, Canada, June 13, 1950. 


Canada’s Farm Income 


Canadian farmers’ receipts from the sale of farm 
products in the first three months of this year amounted 
to Can$408 million, 2 per cent below 1949, according to 
preliminary figures. Cash income from the sale of field 
crops (excluding oats and barley equalization payments) 
dropped 5 per cent, because of reduced marketings and 
lower prices for coarse grains and flaxseed. Income from 
the sale of livestock was nearly 7 per cent above 1949 
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as a result of increased sales of cattle and calves at 

higher prices. 

Source: Dominion Bureau of Statistics, Farm Cash In- 
come from the Sale of Farm Products, January 
to March 1950, Ottawa, Canada. 


Latin America 


Industry Promotion in Panama 


The Government of Panama on May 10 issued a decree 
providing for special benefits to business already estab- 
lished or to be established in Panama. The principal con- 
cessions, which may be granted for periods up to 25 years, 
exempt business from (a) taxes, duties, and other charges 
on importations of machinery, spare parts, fuel, lubricants, 
and raw materials, which are not available locally; (b) 
certain provisions of Panama’s labor laws affecting foreign 
technical personnel; (c) taxes and other charges on pro- 
duction and sales, except the income tax, the social security 
tax, and charges for public service; (d) export duties; and 
(e) income taxes on profits derived from operations out- 
side Panama. Business may also be given tariff protec- 
tion if the national demand is being supplied within one 
year after production begins. 

Sources: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., May 15 and June 
19, 1950. 


Paraguay’s State Merchant Fleet 


The Paraguayan State Merchant Fleet was organized 
under Decree-Law No. 9351 of 1945 as a government 
corporation with a maximum authorized capital of 20 
million guaranies (parity rate, 3.09 guaranies per U.S. 
dollar). Operations began in 1948 when three river 
vessels and an oil tanker were bought from the United 
States and assigned to service on the Paraguay-Parana 
rivers, between Asuncion, Buenos Aires, and Montevideo. 

In its financial statement for the first full year of oper- 
ation, the Fleet showed 9.1 million guaranies of total 
assets, 5.5 million guaranies of net worth, and 0.3 million 
guaranies of net profits. Gross freight receipts were 1.8 
million guaranies. The volume of freight carried in 1949 
was 21,000 metric tons, and of liquid fuel, 9.1 million 
liters—in all about 5 per cent of the total volume of Para- 
guay’s foreign trade. The operations of the Fleet are 
reported to have saved Paraguay about US$500,000 in 
foreign exchange during the year. The Government is 
contemplating the purchase of new ships to increase the 
cargo capacity of the Fleet. 


Source: La Tribuna, Asuncién, Paraguay, April 2, 1950. 
Argentina’s New Bilateral Agreements 


A trade and payments agreement between Argentina 
and Israel, covering 18 months, came into effect in May. 
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Payments between the two countries will be made in 
U.S. dollars, either directly between the Central Bank of 
Argentina and the Anglo-Palestine Bank Ltd., or through 
authorized banks. Seventy per cent of the f.o.b. value of 
Argentine products bought by Israel plus additional ex- 
penses, and 50 per cent of the freight charges incurred 
when goods are carried to Israel in Argentine ships, will 
be paid in freely disposable U.S. dollars by telegraphic 
transfer on New York. The remaining payments will be 
debited in a clearing account designated “Israel Dollars,” 
up to a limit of US$10 million. To this account will be 
credited the c.i.f. value of Israel goods bought by Ar- 
gentina, current expenses of Argentine ships in Israel 
ports, and other payments agreed upon by the two gov- 
ernments. Other clauses of the agreement deal with the 
investment of Argentine private capital in Israel. 

On May 5, a new protocol was signed by Hungary and 
Argentina, under the comprehensive trade and payments 
agreement of July 14, 1948. This protocol provides for 
an interchange of products to the value of US$74.8 mil- 
lion in one year (US$37.4 million either way). Argentina 
will supply Hungary with agricultural products. Hungary’s 
exports to Argentina will include railroad and other 
transportation equipment, iron and steel manufactures, 
electrical machinery and appliances, and other machinery 
and parts and accessories. Accounts are to be settled 
through the dollar clearing account provided for in the 
1948 agreement, whose outstanding balance may not 
exceed US$3 million. Any excess above this limit must 
be immediately paid in freely disposable dollars. A 
joint committee to implement the agreement has been set 
up in Buenos Aires. 


Sources: La Prensa, Buenos Aires, Argentina, May 5, 
1950; Bank of London & South America, Fort- 
nightly Review, London, England, May 20, 1950. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations preclude a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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